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Documentation List
Laws of Florida, 1972, Chapter 72-264
"An Act Relating to Public Health.
Researcher's note: The documentation on this law is limited. The Florida Legislature
established the permanent committee structure in 1969, and it took several years for
the committees to establish consistent and comprehensive records keeping practices.
All the documents contained herein, with the exception of the bill histories and the
session chapter law, were copied from the records of the Senate Committee on Health,
Welfare and Institutions and the House Committee on Insurance in the custody of the
Florida State Archives (FSA).
01.

Joint Legislative Management Committee. Division of Legislative Information.
History of legislation, 1972 Regular Session: SB 498 (p. 141)[passed bill] and
HB 3469 (p. 319)[similar bill]

02.

Advisory Council on Intergovernmental Relations (ACIR). Model Law 52-63-00,
"Prepaid Group Practice of Health Care" (located in the House Committee on
Insurance records, FSA, Series 19, Box 181).

03.

Letter from James C. Fogarty and Insurance Commissioner Thomas D.
O'Malley, to Rep. William Gillespie, Chairman of the House Committee on
Insurance, February 2, 1972, re: Dept. of Insurance recommendations on Draft 2
of HMO bill [HB 3469).

04.

Conference Committee on CS/SB 498. Comparison of CS/SB 498 with House
Amendment, 3/8ll2.

05.

Conference Committee Report on CS/SB 498 [3/31ll2).

06.

(HB 3469) draft of 2nn2 from the Joint HMO sub-committee meeting files of
January 24 & 26, 1972 (House Committee on Insurance, FSA, Series 19, Box
172).

07.

House. Committee on Insurance. Comparison of House and Senate HMO bills
(undated).

08.

Laws of Florida, 1972, Chapter 72-264. In Volume I, pp. 910-923. The over-all
legislative Intent is in Section 1 of this law. (See section 12 for the language
creating FS §641.28)
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CHAPTER 72-264

LAWS OF FLORIDA

· CHAPTER 72-264
Committee Substitute for Senate Bill No. 498
AN ACT relating to the public health; amending chapter 641,
Florida Statutes, by creating Part II, to be known as the
Health Maintenance Organization Act; setting forth legislative
intent, findings and purposes; establishing definitions; re
quiring health maintenance organizations to obtain a certifi
cate of authority; providing for the application, issuance and
revocation of said certificate; providing for notice, hearing and
review; providing for an administrative fine in lieu of rev
ocation; providing for an annual report; providing for ex
amination by the department; providing for liability of offi
cers; providing for fees; providing for construction and rela
tionship to other laws; setting forth minimum requirements
for health maintenance contracts; providing for acceptable
payments from third parties; providing a prohibition of cer
tain words in the name of the organization; providing for open
enrollment; providing for investment of funds; providing
for the promulgation of rules and regulations; providing a
penalty; providing a severability clause; providing for issu
ance of certificate to operational health maintenance organiza
tions under certain circumstances; providing an effective date.
Be It Enacted by the Legislature of the State of Florida:
Chapter 641, Florida Statutes, is amended by adding Part II to
said chapter, to read:
Part II
Health Maintenance Organizations
Section 1. This act shall be known and may by cited as the
••health maintenance organization act".
Section 2. Declaration of legislative intent, findings and pur
poses.(1) Faced with the continuation of mounting costs of health
care, coupled with the state's interest in high quality care, the
legislature has determined that there is a need to explore alter
native methods for the delivery of health care services, with a
view toward achieving greater efficiency and economy in provid
ing these services.
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(2) Health maintenance organizations, consisting of prepaid
health care plans, are rapidly developing in many communities.
Through these organizations, structured in various forms, health
care services are provided directly to a group of people who
make regular premium payments.
(3) These plans, when properly operated, emphasize effec
tive cost and quality controls. At the present time, there is no
effective way to evaluate or control the quality of health care
services provided by these organizations in Florida, or to deter
mine their financial or actuarial stability.
(4) It shall be the policy of this state to:
(a) eliminate legal barriers to the organization, promotion
and expansion of comprehensive prepaid health care plans;
(b) prescribe regulations of the fiscal aspects of such health
care plans by the department of insurance and the quality of
health care by the department of health and rehabilitative serv
ices; and
(c) recognize that prepaid comprehensive health care plans
shall be exempt from operation of the insurance laws of this
state except in the manner and to the extent set forth in this
act.
(5) While it is the intent of this act to provide an opportu
nity for the development of health maintenance organizations,
there is no intention to impair the present system of delivery of
health services.
Section 3. Definitions.-As used in this section:
(1) "Department" means the department of insurance or a
person properly designated to act in its place.
(2) "Health maintenance organization" means any organiza
tion authorized under this act which:
(a) Provides, either directly or through arrangements with
others, health care services to persons enrolled with such organi
zation on a prepaid per capita or prepaid aggregate fixed sum
basis;
911
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(b) Provides, either directly or through arrangements with
other persons, corporations, institutions, associations or entities,
those health care services which subscribers might reasonably
require in order to be maintained in good health;
(c) Provides physician services directly through physicians,
who are either employees or partners of such organization, or
under arrangements with a physician or any group of physicians;
Minimum services shall include, but shall not necessarily
be limited to emergency care, inpatient hospital and physician
care, ambulatory diagnostic treatment, and preventive health
care services.
(3) "Comprehensive health care services" means services,
medical equipment and supplies furnished by a provider which
may include, but are not limited to, medical, surgical and dental
care; psychological, optometric, optic, podiatric, nursing, physical
therapy services and pharmaceutical services; health educa
tion, preventive medical, rehabilitative and home health serv
ices; inpatient and outpatient hospital services, extended care,
nursing home care, convalescent institutional care, laboratory
and ambulance services, appliances, drugs, medicines and sup
plies; and any other care, service or treatment of disease, the
correction of defects or the maintenance of the physical and
mental well-being of human beings.
(4) "Health maintenance contract" means any contract en
tered into by a health maintenance organization authorized under
this act with a subscriber or group of subscribers to provide
comprehensive health care services in exchange for a prepaid
per capita or prepaid aggregate fixed sum.
(5) "Subscriber" means an individual who has contracted, or
on whose behalf a contract has been entered into, with a
health maintenance organization for health care services.
(6) "Entity" means any legal entity with continuing exist
ence, including but not limited to corporations, associations,
trusts and partnerships.
(7) ''Provider" means any physician, hospital, or other insti
tution, organization, or person that furnishes health care serv
ices who is licensed or otherwise authorized to practice in the
state.
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Section 4. Health maintenance organizations authorized.
Any entity qualified under the provisions of this act, upon ob
taining a certificate of authority as required in this act, may
operate a health maintenance organization.
Section 5. Application for certificate.-Before any entity
may operate a health maintenance organization, it must obtain a
certificate of authority from the department. Each application to
the department for such certificate shall be on such form as
the department shall prescribe, and shall set forth or be accom
panied by the following:
(1) A copy of the basic organizational document of the appli
cant, if any, such as the articles of incorporation, articles of
association, partnership agreement, trust agreement, or other
applicable document, and all amendments thereto;
(2) A copy of the bylaws, rules and regulations or similar
form of document, if any, regulating the conduct of the affairs of
the applicant;
(3) A list of the names, addresses, and official capacity with
the organization of the persons who are to be responsible for
the conduct of the health maintenance organization's affairs,
including all members of the governing body, the officers and
directors in the case of a corporation, and the partners or associ
ates in the case of a partnership or association; such persons
shall fully disclose to the department and the governing body of
the health maintenance organization, the extent and nature of
any contracts or arrangements between them and the health
maintenance organization, including any possible conflicts of in
terest;
(4) A statement generally describing the health maintenance
organization, its operations, the location of the facilities at
which comprehensive health care services will be regularly avail
able to subscribers, the type of health care personnel engaged to
provide the comprehensive health care services, and the quantity
of personnel in each type;
(5) Forms of all health maintenance contracts the applicant
proposes to offer the subscribers showing the benefits to which
they are entitled, together with a table of the rates charged, or
proposed to be charged for each form of such contract;
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(6) A statement describing with reasonable certainty the
geographic area or areas to be served by the health maintenance
organization;
(7) A statement of the assets and liabilities of the entity.
Section 6. Issuance of certificate of authority.-The depart
ment shall issue a certificate of authority within sixty (60) days
of the filing of the application, to any entity filing an applica
tion in conformity with Section 5 upon payment of the prescribed
fees and upon being satisfied that:
(1) such entity proposes to establish and operate a bona fide
health maintenance organization having the capability to
provide comprehensive health care services in the geographic
area proposed. In this connection, the department shall receive,
as a condition precedent to the issuance of any certificate of
authority, a report from the department of health and rehabilita
tive services favorably recommending the establishment of the
health maintenance organization, with sufficient documentary
evidence to establish the need for the health maintenance organi
zation's services in the area proposed.
(2) based upon accounting procedures acceptable to it, the
proposed health care delivery plan is actuarially sound and the
health maintenance organization has adequate working capital.
These requirements may be satisfied by a finding of the depart
ment that the health maintenance organization has made accept
able arrangements to provide all health care services offered.
(3) the terms of the contracts such entity proposes to offer
to subscribers will in fact assure that the comprehensive health
care services required by such subscribers will be rendered un
der reasonable standards of quality of care as certified by the
department of health and rehabilitative services.
(4) the procedures for offering comprehensive health care
services and offering and terminating contracts to subscribers
will not unfairly discriminate on the basis of age, sex, race,
health or economic status; providing, however, this section shall
not prohibit reasonable underwriting classifications for the pur
poses of establishing contract rates nor shall it prohibit experi
ence rating.
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·. ( 5) the entity furnishes evidence of adequate insurance cov
erage or an adequate plan for self-insurance to respond to claims
for injuries arising out of the furnishing of comprehensive
health care.
(6) the entity has provided, through contract or otherwise,
for periodic review of its medical facilities and services.
Section 7. Revocation of certificate of authority.-The de
partment may revoke any certificate issued pursuant to this act
if it finds that any one of the following conditions exists:
(1) A health maintenance organization is not operating in
compliance with this act, or is in substantial violation of its
health maintenance contracts as certified by the department of
health and rehabilitative services;
(2) Such organization is unable to fulfull its obligations un
der outstanding health maintenance contracts entered into with
its subscribers as certified by the department of health and
rehabilitative services;
(3) Based upon accounting procedures acceptable to the de
partment, the plan is no longer actuarially sound or that the
health maintenance organization does not have adequate working
capital;
(4) The existing contract rates are excessive, inadequate or
unfairly discriminatory; or
(5) The health maintenance organization has advertised or
merchandised or attempted to merchandise its services in such a
manner as to misrepresent its services or capacity for service, or
has engaged in deceptive, misleading, or unfair practices with
respect to advertising or merchandising.
Section 8. Notice, hearing and review.-When the depart
ment has reasonable cause to believe that grounds for the denial
or revocation of a certificate exists, it shall notify the health
maintenance organization and the department of health and re
habilitative services in writing stating the grounds upon which
the department believes the certificate should be denied or
revoked. The applicant may, within fifteen (15) days from re
ceipt of such notice, request a hearing. The hearing procedures
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shall be in conformance with chapter 120, Florida Statutes. Ap
pellate review may be had by either a trial de novo in the circuit
court of the circuit where the principal office of the applicant is
located, or by certiorari pursuant to the provisions of chapter
120, Florida Statutes. A representative of the department of
health and rehabilitative services shall be in attendance at the
hearing and shall participate in the proceedings. The recommen
dations and findings of the department of health and rehabilita
tive services with respect to matters relating to the quality and
nature of health care services being provided, in connection with
any decision regarding denial or revocation of a charter, shall be
conclusive and binding upon the department.
Section 9. Administrative fine in lieu of revocation.-The de
partment may, in lieu of revocation, levy an administrative pen
alty in an amount not less than one hundred ($100.00) dollars
nor more than ten thousand ($10,000.00) dollars, provided that
reasonable notice in writing is given of the intent to levy the fine
and the organization has a reasonable time within which to
remedy the defect in its operations which gave rise to the pen
alty citation. The department may augment this penalty by an
amount equal to the sum that the department calculates to be
the damages suffered by subscribers or other members of the
public.
Section 10. Annual report.-Every health maintenance orga
nization authorized under this act shall annually on or before the
first day of March, file a verified report with the depart
ment, with a copy to the department of health and rehabilitative
services, showing its condition on the last day of the preceding
calendar year, on forms prescribed by the department. Such
report shall include:
(1) A financial statement of the organization, including its
balance sheet and receipts and disbursements for the preceding
year;
(2) A list of the names and residence addresses of all per
sons responsible for the conduct of its affairs, together with a
disclosure of the extent and nature of any contracts or arrange
ments between such persons and the health maintenance organi
zation, including any possible conflicts of interest;
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(3) The number of health maintenance contracts issued and
outstanding and the number of health maintenance contracts
terminated and a compilation of the reasons for such termina
tions in each case;
(4) A description by location and specialty of the providers
retained or otherwise engaged by the organization to satisfy its
contractual obligations with its subscribers;
(5) Such statistical information as shall be requested by the
departments reflecting the health maintenance organization's
rates for all comprehensive health care services provided under
health maintenance contracts;
(6) The number and amount of damage claims for medical
injury initiated against the health maintenance organization and
any of the providers engaged by it during the reporting year,
broken down into claims with and without formal legal process,
and the disposition, if any, of each such claim; and
(7) Such other information relating to the performance of
health maintenance organizations as shall be required by the
department.
Section 11. Examination by the department.-The depart
ment may make an examination of the fiscal affairs of any
health maintenance organization subject to this act, as often as it
deems it expedient for the protection of the interests of the
people of this state but not less frequently than once every three
years. The department of health and rehabilitative services
may conduct periodic examinations regarding the quality of
health care services being provided by the organization. Every
health maintenance organization, its officers, and its agents shall
submit their books and records relating to the health mainte
nance organization to such examinations and in every way facili
tate them. Medical records of individuals and records of physi
cians providing service under contract to the health maintenance
organization, however, shall not be subject to audit, although
they may be subject to subpoena by court order upon a showing
of good cause. For the purpose of examinations, the respective
departments may administer oaths to and examine the officers
and agents of a health maintenance organization concerning its
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business and affairs. The expenses of examination of each health
maintenance organization by the department or by the de
partment of health and rehabilitative services shall be paid by
the organization. In no event shall expenses of examination ex
ceed a maximum of ten thousand ($10,000.00) dollars per year.
Any rehabilitation, liquidation, conservation, or dissolution of a
health maintenance organization shall be conducted under the
supervision of the department which shall have all power with
respect thereto granted to it under the laws governing the reha
bilitation, liquidation, conservation, or dissolution of life insur
ance companies.
Section 12. Liability of officers.-Any person who is an offi
cei: or principal managing director of the affairs of a health
maintenance organization shall be fully and personally liable and
accountable for any violations of the provisions of this act, by
himself or by persons under this control. Provided, however, it is
not intended through this legislation to modify the existing
law of Florida regarding personal or corporate liability for negli
gence or medical malpractice.
Section 13. Fees.-Every organization subject to the provi
sions of this act shall pay to the department the following fees:
(1) For filing a copy of its application for a certificate of
authority or amendment thereto, one hundred fifty ($150.00)
dollars;
(2) For filing each annual report, one hundred fifty
($150.00) dollars.
Fees charged under this section shall be distributed as fol
lows: one third to the department of health and rehabilitative
services and two thirds to the department.
Section 14. Construction and relationship to other laws.
Except as otherwise provided in this act, the Florida insurance
code shall not apply to health maintenance organizations, and
health maintenance organizations certificated under the provi
sions of this act shall not be subject to part I of chapter 641,
Florida Statutes.
Solicitation of subscribers by a duly certificated health mainte
nance organization or its representatives shall not be construed
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to be violative of any provisions of law relating to solicitation or
advertising by health professionals.
Section 15. Health maintenance contracts.(1) Any entity issued a certificate and otherwise in compli
ance with this act may enter into contracts in this state to
provide an agreed upon set of comprehensive health care serv
ices to subscribers or groups of subscribers in exchange for a
prepaid per capita or prepaid aggregate fixed sum.
(2) The rates charged by any health maintenance organiza
tion to its subscribers shall not be excessive, inadequate, or
unfairly discriminatory. The department may define by rule and
regulation what constitutes excessive, inadequate or unfairly
discriminatory rates and may require whatever information it
deems necessary to determine that a rate or proposed rate meets
the requirements of this subsection.
(3) If a health maintenance organization desires to amend
any contract with its subscribers or desires to change any rate
charged therefor it may do so, upon filing with the department
any such proposed amendments or change in rates. Any such
proposed change shall be effective immediately, subject to disap
proval by the department within thirty (30) days from the date
of filing; provided, however, it is not the intent of this subsec
tion to unduly restrict the right to modify rates in the exercise
of reasonable business judgement.
(4) Every health maintenance contract must clearly state all
of the services to which a subscriber is entitled under the
contract, and must include a clear and understandable statement
of any limitations on the services or kinds of services to be
provided, including any copayment feature required by the con
tract or by any insurer or entity which is underwriting any of
the services offered by the health maintenance organization. The
contract shall also state where and in what manner the com
prehensive health care services may be obtained.
(5) Every subscriber shall receive a clear and understand
able description of the health maintenance organization's method
for resolving subscriber grievances.
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(6) The rate of payment for a health maintenance contract
shall be a part of the contract and shall be stated in individual
contracts issued to subscribers.
Section 16. Acceptable payments.-Each health maintenance
organization subject to this act may accept from governmen
tal agencies, corporations, associations, groups or individuals,
payments covering all or part of the cost of contracts entered
into between the health maintenance organization and its sub
scribers.
Section 17. Certain words prohibited in name of organiza
tion.(1) No entity certificated as a health maintenance organiza
tion, other than a licensed insurer insofar as its name is con
cerned, shall use in its name contracts, or literature any of the
words "insurance", "casualty", "surety", "mutual", or any other
words descriptive of the insurance, casualty, or surety business
or deceptively similar to the name or description of any insur
ance or surety corporation doing business in the state.
(2) No person, entity or health care plan not certificated
under the provisions of this act shall use in its name, logo,
contracts or literature the phrase "health maintenance organiza
tion" or the initials "HMO".
Section 18. Open enrollment.(1) The requirement of an open enrollment period is in
tended to provide the benefits of health maintenance organiza
tions to the general public or to all members of the class of
persons the organization serves; such requirement is not in
tended to restrict a health maintenance organization from estab
lishing administrative procedures that protect the quality of
service to its subscribers or the financial condition of such an
organization. However, during periods of open enrollment the
organization shall not establish any administrative procedure
that arbitrarily restricts enrollment.
(2) After the initial twenty-four (24) months of operation a
health maintenance organization shall have an annual open en
rollment period of at least one (1) month during which it accepts
up to the limits of its capacity and without restrictions,
individuals in the order in which they apply for enrollment.
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Health maintenance organizations organized to provide services
to a specified group of individuals may limit such open enroll
ment to all members of said group.
(3) During annual periods of open enrollment the health
maintenance organization shall afford the opportunity of mem
bership to new subscribers in an amount up to a maximum of ten
(10%) percent of the total number of subscribers as at the
end of the previous calendar year.
Section 19. Investment of funds.-The funds of any health
maintenance organization subject to the provisions of this act
shall be invested only in securities permitted by the laws of this
state for the investment of assets of life insurance companies.
Section 20. Promulgation of rules and regulations.-The de
partment, together with the department of health and rehabilita
tive services, on a joint basis, shall promulgate rules and regula
tions necessary to carry out the provisions of this act. The
approval of both said departments is required as a condition to
the implementation of any rule or regulation governing health
maintenance organizations.
The department shall collect and make available in a single
volume all health maintenance organization rules and regulations
promulgated by the departments.
Section 21. Penalty.-Any person who violates the provisions
of this act shall be guilty of a misdemeanor in the first
degree, and shall be punished by a fine not exceeding one thou
sand ($1,000.00) dollars or by imprisonment for a period not
exceeding one (1) year, or by both such fine and imprisonment.
Section 22. Severability.-If any section, term, or provision
of this act shall be adjudged invalid for any reason, such judge
ment shall not affect, impair or invalidate any other section,
term or provision of said act, but the remaining sections, terms
and provisions shall be and remain in full force and effect.
Section 23. Operational health maintenance organizations;
issuance of certificate.(1) Any health maintenance organization in existence and
operating as of January 1, 1972 in the state shall apply for and
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be entitled as of right to the issuance of a certificate. Such
organization shall apply for said certificate within one hundred
twenty (120) days after the effective date of this act, submit
ting with such application the information required under section
5 above, together with a filing fee in the amount of one
hundred fifty ($150.00) dollars.
(2) The provisions of this act shall not apply to those organi
zations providing the services defined in this act which have
been engaged in providing said services for a period of twenty
five (25) years or more. Such exemption, however, shall termi
nate upon a change in controlling ownerhsip of the organization.
Section 24.
read:

Section 641.01, Florida Statutes, is amended to

641.01 Definition or scope.-Any five or more persons wish
ing to form a corporation for the purpose of establishing, main
taining and operating a nonprofit medical and/or surgical and/or
hospital service plan or plans in the state, whereby medical
and/or surgical and/or hospital service or care may be provided
in whole or in part by the said corporation, or by physicians
and/or surgeons and/or hospitals participating in such service
plan or plans, to such of the public as become subscribers to said
plan or plans under a contract or contracts with such corpo
ration may become incorporated under laws of Florida governing
the incorporation of benevolent or charitable associations and
similar corporations not for profit, and any such corporation
heretofore or hereafter incorporated whose charter or certificate
of incorporation has or shall have the consent or approval
of the department of insurance, shall be governed by this
law and subject to regulation and supervision by the depart
ment of insurance and all provisions of the laws of Florida
applicable to health and/or sick or accident insurance, ex
cept as otherwise provided by this chapter. The term "medical
and/or surgical service plan" as used in this law, includes the
contracting for the payment of fees toward, or furnishing of,
professional services authorized or permitted to be furnished by
a duly licensed doctor of medicine. Health maintenance organiza
tions defined in Part II of Chapter 641 shall organize under and
be subject to the provisions of chapter 641, Part II.
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Section 25. Effective date.-This act shall take effect Octo
ber 1, 1972.
Approved by the Governor April 18, 1972.
Filed in Office Secretary of State April 19, 1972.

CHAPTER 72-265
Senate Bill No. 936
AN ACT relating to insurance; authorizing physicians to orga
nize for the purpose of purchasing medical malpractice insur
ance; providing for the establishment of a medical malpractice
risk management trust fund and for the employment of a
professional staff; authorizing the fund to purchase coverages
for its members; requiring the department of insurance to
promulgate rules and regulations; providing an effective date.
Be It Enacted by the Legislature of the State of Florida:
Section 1. Medical malpractice insurance; purchase.-A
group or association of physicians organized for purposes other
than the purchase of medical malpractice insurance which has
been in continuing existence for a period of at least two (2)
years is authorized to partially self-insure against claims of
medical malpractice upon obtaining approval from the depart
ment of insurance and upon complying with the following condi
tions:
(1) Establishment of a medical malpractice risk manage
ment trust fund to provide coverage against professional medical
malpractice liability.
(2) Employment of a professional staff and consultants for
loss prevention and claims management coordination under a risk
management program.
Section 2. Trust fund; creation.-The trust fund is author
ized to purchase medical malpractice insurance up to determined
limits, specific excess, and aggregate excess insurance as neces
sary to provide insurance coverages authorized by this act, con923
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52-63-00 Prcp�id Group Pr<1ctica of Health Cnre
This is a proposal of the Advisory (0111mission on lntcrgovcrnment:il Relations anJ is
included in this volume as a service to State k!!islaturcs. It also uppcars in tltc cumulative
State Legislative Program published by the Commission.
The Federal-State proi;.ram of me<lical assist;rnce to the needy and medically needy (Medicaid), .
enacted by Cort,'Jcss in 1965 as T1tk 19 of the So.:ial &cunty Act, hJs hJd an explo�1vc effoct o. · many
State and local budr·!tS. StJtc-loc:il expcnJ,turcs for medical vend,,r p:iyments rose from �602 m1. 'ion
in I 965 to an estimated S'.!,145 million m fi�c,11 I %8-1969. These mcfcascs can be expected to continue
as medk:il care costs continue to rise at a fast•·r r:itc than consumer expenses generally; as all States initiate
Medicaid programs (l 2 hJd not done so by the Fall of l 968 but must by January 1970); and as they move
to meet the Title 19 requirement of comprehensive care for "substantially all" the needy and medically
needy by 197S.
With the prospect of mounting budgetary demands from Medicaid, as well as their interest in high
quality c:ire, States need to achieve greater efficiency and economy in the provision oi medical services
under Medicaid. A further incentive is the continuing possibilfty that Congress may cut back Federal
financial participation if it believes that States are not striving to hold down costs in their individual
Medicaid programs. Congressional action in 1967 placing limits on Federal sharing in the cost of the care
of the mcdi,;ally needy is traceable in part to the conviction of many members of Congress that States were
not showing"enough zeal in this direction.
In its 1968 report on Intergvvemmental Problems in Medicaid, the Advisory Commission on Inter•
governmental Relations addressed itself.to ways in which the States could broaden health services available
to Medicaid beneficiaries and possibly reduce the cost of the program. One such possibility it considered
was prepaid group practice of health care.
Prepaid group practice-plans have certain common features: (I) comprehensive medical services are
provided directly to a group of people who make regul:lr premium payments; {2) the services are provided
through the coordinated practice of a group of physicians; (3) payments for medical services are made
periodically on a fixed capitation basis regulating the payments for needed medical care; and (4) sub
scr:bers' premium payments provide compensation for doctors and cover operating expenses so that no
member of the physician g;oup has a financial interest in.any specific direct service to any individual.
There are, of course, both pros and cons on prepaid group practice. Protagonists claim that it
facilita1es the provision cf better quality medical care; significantly lowers the rates of hospital ulilizalion;
reaps the advantages of specialization in medicine; permits development of a predictable annual cost; and
can therefore serve as a mechanism for quality control. Critics, on the other hand, allege that prepaid group
practice does not always assure patient satisfaction; often must rely on the services of nonplan physicians;
is relevant only in certain types of urban areas; restricts frec:aom of choice; and above all undermines the
traditional patient-practitioner relationship.
The ACIR took no position with reference to the pros and cons of group practice as such. It found,
however, that many States have constitutional and legisl3ti,e barriers to the establishment and operatfon of
group practice. It was convinced that these bdrricrs arbitrarily narrow the range of alternatives open to
Medicaid beneficiaries, and unnecessarily hamper States in tbeir search for more effective. flexible, and
diverse approaches for implementing their respective Mcdiaid programs. The Commission therefore recom
mended that "States eliminate constitutional and legislative barriers to the establishment of prepaid group
practice health care."
According to Group Health Association of America, fmc., some 20 States have such le&al restrictions
applicable to physicians' services: Alabama, Colorado, GeCX1gia, Idaho, Iowa, Kansas, Kentucky, Maine,
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M1.:h1�J11, .'.linnc�ulJ, .\l0111.111.1, Nevada, New HJmpslure, New Mexico, Pcnns}·lv:imJ, Si,uth Carolina,
South lJJl,,.<11.1, Tc1,11c,wc, V1ri;1111J, JnJ W.:,t V1r�:1111J. l11c lunilJtiuns gc11c1Jlly stem lrom cons11tut1<>n:il
and ,1J:utury pwv1"011s 1h.1t rq:ulJtc the prJ�lrc·c uf the health Jrls, put>!i, pov.crs, insu1ar11.:c. prutcct1on
of puhb.; h,·Jlth, JilJ tJxat1011. Thcy ex,st in differing dcgrees among the States cited, and may be class1f1ed
broJdly unJcr the i0Uow111g CJtcgories:
- restrictions on the right to organize group practices to provide comprchcn�1ve medical
care which 111cludcs, 111 add111un to phys1r1an �crvices, the talents of others in health professions;
- restrn:hons on the right to estab!rsh. i nsurance or other prepayment corpor.it1ons
offering comprehensive health benefits;
- restrictions on the right to establish organizations that combine group practice with
prepayment to provide comprehensive healrh services;
- restrictions on the right of consumers or their agents to run such organizations;
- restrictions on the size of areas that might be served by group practice organizations; and
- restrictions on the functioning of group health plans that arise out of the application
of insurance principles to tqe regulation of direct service health plans.
Congress recognized group practice as an acceptable method of providing health service under Title 19
in the 1967 Social Security Act amendments. In the "free choice of vendor" provi::ion, it provided that:
"A State plan for medical assistance must provide that any individual eligible for medical assistance (in•
eluding drugs) may obtain such assistance from any institution, agency, community pharmacy, or person,
qualified to perform the service or services r.equired (including an org:inization which provides such ser•
vices, or arrangements for their availability, on a prepayment basis), who undertakes to provide him such
services."
The draft legislation which follows is adapted from the Ohio statute authorizing health care corpora•
tions (Chapter 1738, Ohio Revised Code). It is suggested as a positive approach to authorizing prepaid
group health plans.
Section 2 defines comprehensive health care to include a broad spectrum of professions and institutions
involved in the provision of health services. Section 3 authorizes nonprofit corporations to establish and
operate voluntary health care plans. Section 4 makes it clear that health care corporations are not
authorized to conduct an indemnity insurance business. Section S requires that the board of trustees of
the corporation be elected by the subscribers and not include physicians and dentists. Section 6 states
that subscribers are members of the health corporation. Section 7 requires physicians, dentists and other
health service professionals, as specified in the act, to name representatives to attend board of trustees
meetings.
Sections 8 and 9 prescribe the requirements and procedures for applying for and receiving a certif•
icate or license to operate a group practice plan. States may wish to assign licensing and supervisory
responsibility to an official other than the State insurance agency, such as the attorney general or the sec•
retary of state.
Under Section 10, the question of service area is left for determination under the group's articles of
incorporation. Section 11 through I 3 deal with fees, annual reports, and money advances. Section 14
mandates the State supervisory offici:il tu examine the affairs of the health care corporation at least once
each rhree years, and gives him authority to supervise any change in the corporation. Section 15 specifics
reasons for revocation of the corporation's certificate or license and Section 16 describes the procedure
after finding for or against the cvrporation.
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trom V,Hll)US �our..:,:s Pn b..:lt.tl( of sub,.:nbcr�. Si:,:1,on f'I JL.1\s with can,cll..1t1un tir t1J11�fcr of sub,..;np
t,,,ns. S.:ct1"n 2,) hHh,J, the hc:i:th .:�re c,11 pur.1trun tu use tcrrnrnolugy that would nknt1fy rt as an in
suran.:c nr �urcty corp· •1 .1t1,m. Sc.:r,"n 21 l11n1ts the poss,l,,lrt1cs of 111vcs1rng 1Jlc I um.ls, Section 22
sr,:of1-·, pcn.1lt1cs tor v1ulJIJ011s oi the Act; and the rcma,nrng two �cct1ons provide for sepJrabrlrty and
the effocti\·.: d:itc .

Suggested State Legi$lation
/Title s!:oulJ conform to state requirements. 11,e following
is a suggestion: "An act to i11.1thorzze and rt·gu/atc nonprofit
corporations providing prepaid comprcliensive health care. "J
(Be it enacted, etc.}
Section 1. Purpose. The purpose of this act is to authorize nonprofit corporations to establish,
2
3
4

maintain, and operate prepaid comprehensive health care plans.
Section 2. Definitions. As used in this act:
(1) "Comprehensive health care" includes, but is not limited to, medical, surgical and dental

S

care provided through licensed physicians or dentists, including any supporting and ancillary person-

6

nel, services, and supplie .. physical therapy service provided through licensed physical therapists

7

upon the prescription of a �.1ysician; psychological examinations provided by registered psychologists;

8

optometric service provided by licensed optometrists; hospital service, both in-patient and out-patient;

9

extended care; convalescent institution care; nursing home care; nursing service provided by a reg-

IO

istered nurse or by a licensed practical nurse; home care service of all types required for the health

11

of a person; rehabilitation service required or desirable for the health of a person; preventive medical

12

services of all types; furnishing necessary applicances, drugs, medicines and supplies; health educa-

13

tional services; ambulance service; and any other care, service or treatment related to the prevention

14

or treatment of disease, the correction of d::fects or the maintenance of the physical and mental

IS

well-being of human beings.

16

{2) "Health care plan" means a plan by which comprehensive health care is provided, at the

17

expense of a nonprofit corporation, to persons who become subscribers to the plan under contracts

18

which entitle the subscribers to certain professional and institutional services, and to certain appliances

I9

incidental to the care.

20

21

(3) "Health care corporation" means a nonprofit corporation which establishes, maintains, and
operates a voluntary nonprofit health care plan.

22

Section 3. Establishment ofHealth Care Plan. Nonprofit corporations organized under the laws

23

of this state, upon compliance with [the state nonprofit corporation act), may establish, maintain, and

24

operate a voluntary nonprofit health care plan. Professional personnel and institutions providing care

52-63-00 1'1ep;iid Group Practice
u11der 1h, pl..t11 ,;; ,;1, a� 111.1y lie rC<jJlld by iJW, be J:.ily li.:.:11,c<l 111 1l11s �late. ·Cunlracts with pro2
3

fc,,iun;1I pcr,1mncl JnJ 1mt1tu11uns fur scrv1..:cs m:iy be upun mutua:ty agrc.:able terms.
St·ctiu11 4. Ba1<11t P.1yn:c11t Prolt1hirctl. No comract Jcs..:ribcd in s�·ctiun 3 shall provide for

4

th.: p.1ymc11t of any ca,h ur other material benefit to a subscriber of a hc:ilth care plan, except as

5

pfllVHkJ in Section I 0.

6

Section 5. BvarJ of Tmstees. Titc board of trustees of any corporation holding a certificate

7

of authority or license from thi: (commis>1oncr of insurance] under this act ;hall be elected by du:

8

subs.:r1bcrs and shall serve without cornp,�ns.ition, but may be rei!Jlbursed for expenses incurr.ed in

9

carrying out their duties. Licc:nsed physicians and dentists are not elii;ible for election.

10

Section 6. Subscribers are Members. Subscribers to a health care plan maintained by a corpo-

1I

ration pursuant to this act shall be members. They shall receive from the corporation, at least

J2

annually, a complete description of services available for which the member has paid, and informa-

13

lion as to where and how such services may be secured.

14

Section 7. Representatives ofPhysicians and Demists. Physicians, dentists [specify other

IS

health seIVicc personnel} participating in programs pursuant to this act shall name representatives

16

who may attend meetings of the trustees.

17

Section 8. Application for Certificate or License. Before it may issue any contract or certificate

18

to a sub�,;riber, a nonprofit corporation desiring to establish, maintain, and operate a health care plan

19

shall obtain from the [commissioner of insurance] a certificate of authority or license. Each application

20

to the [commissioner] for a certificate or license shall be verified by an officer of the corporation,

21

and shall set forth, or shall be accompanied by the fo llowing:

22

(I) A copy of the corporation's articles of incorporation, and of any amendments thereto,

23

certified by the secretary of state, which shall define with reasonable certainty the territorial boundaries

24

within which the corporation proposes to operate a health care plan, and which shall state the

2S

location of the principal office for the transaction of its business;

26

(2) A list of names and residence addresses of all officers and the trustees of the corporation;

27

(3)

28

A description of the health care plan which the corporation proposes to operate, together

with the forms of all contracts or certific3tcs which it proposes to issue under the plan; and

29

(4) A statement of the assets and liabilities of the corporation.

30

Section 9. Issuance ofCertificate or License. The [commissioner of insurance] shall issue a

31

certificate of authority or license to any health care corporation filing an application in conformity

32

with Section 8, upon payment of the fees prescribed in Section I I and upon being satisfied, that:

33

(I) The corporation proposes to establish and operate a bona fide nonprofit health caie plan

34

imparting quality medical care under such conditions as the [commissioner} deems to be in the

35

public interest;
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(2) Th� prnp,iscd c,,ntn.:ts Jnd the prnpo�cd r.1tcs therefor bctwct'n the co1pur.1ti":i Jnd the
2

subs.:rib�rs to the pbn are flir anJ rc1son.1blc .1nd provide comprehensive health covcrar,.: without

3

regard to he.11th or at;e, cxccpr m accordance ,1,ith rcgubtions prescribed by the [commiss:uncr of

4

insurance) to coordinate covcrJge ior a subscriber With Federal programs,

S

(3) The pw;,os.:J pl.in 1s estJb!is!1cd up,1n a sound finJncial and actuJriJl bJsis, indudmg

6

provision of an adcq.iate w0rJ...i:1g capitll reserv1•, in view of the experience of nonprofit hcJlth cJre

7

plans alrcJdy in existence. If the c0rporation desires to amend any contract with its subs.:ribcrs or

8

desires to ch:inge any rate ch:iq;cd therefor, a copy of the form of the amendment or chan1:c shall be

9

filed with the [commissioner oi msurance} and shall not be effective until the expiration of [90} days

10

after the filing thereof unless he shall sooner give to the corporation his Wiitten approval thereto. lf

11

the [commissioner} is not satisfied w1thm the [90) day period, that a change or amr.ndment ot either

12

the contract or the rate is IJwful, fair and reasonable, he shall so notify the corporation ar.d it shall

13

thereafter be unllwful for the corporation to make effective the change or amendment.

14

Section JO. Terriron·ar Lfrnits of Service. No health care corporation shall operate a health care

15

plan outside the territoriJI boundaries defined in its articles of incorporation or any amendments

16

thereto, or shall accept as a subscriber to its health care plan a person residing outside the territorial

17

boundaries; but the employment by a subscriber in case of emergency, of a physician, dentist,

18

surgeon, hospital or other medical personnel or institution outside the territorial boundaries and the

19

cash reimbursement of the subscriber by the corporation is not an operation of the plan outside such

20

territorial boundaries.

21
22

Section J J. Fees. Every corporation subject to this act shall pay to the [commissioner of
insurance l the following fees:

1;

23

(1) For filing a copy of its articles of incorporation, [S

24

(2) For filing each annual report, [S

25

(3) For each certificate of authority or license, or any certified copy thereof, [S

26

Section 12 Annual Report. Every corporation subject to this act shall annually, on or before

];
}.

27

the first day of March, file a report, verified by an officer of the corporation, with the [commissioner

28

of insurance], showing its condition on the last day of the preceding calendar year, on forms pre-

29

scribed by the [commissioner}. The report shall include:

30
31

32
33
34
35

(1) The financial statement of the corporation, including its balance sheet and receipts and
disbursements for the preceding year;

(2) A list of the names and residence addresses of all its officers and truste_es; and the total
amount of expense reimbursement to all officers and trustees;
(3) The number of subscribers' contracts or certificates issued by the corporation and out·
standing;
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(4) A list of phys1c1ans and ,knti�ls 11n1h wh1d1 the corpurJl1011 has ai;recmcnts, setllng forth
2
3

4
S

their profcs�h>nJI quJl,ficJtions.
(5) The numbs:r and type of s�nices cowrcd under thc contract or ccrtifo:ate provided during

the year.

Section I 3. Money Advances tv the Corporati,)IL Any trustee, officer, or member of any

6

corporation s:1bjc.:1 to this act, or any other person, r,1ay advance to the curpora11on any sums of

7

money nc.-ess:iry for its business or to enJb!e it to comply with any requirement of law. These

8

moneys, and the interest thcr.:on not exceeding I

J per cent per annum, as may have been :igrrcd

9

upon, shall not be a liability of or a c!Jim against the corporation or any of its assets, except as

10

provided in this section, and shall be repaid only out of the surplus earnings of the corporation.

11

This section does not affect the power to borrow money which any corporation possesses under

12

other bws. No commission or promotion expenses shall be paid by the corporation in connection

13

with the advance of any money to the corporation. The amount of any advance that has not been

14

repaid shall be reported in each annual statement of the corporation.

lS

Section 14. Examination by fCommissioner of lnsura11cej. The [commissioner of insurance).

16

or a person appointed by him for that purpose, may make an examination of the affairs of any health

17

c:are corporation subject to this act, as often as he deems it expedient for the protection of the in•

18

terests of the people of this state but not less frequently than once each three years. Every health

19

care corporation, its officers, and its agents shall submit their books and business to the examination

20

and in every way facilitate it.

21

For the purpose of the examination, the [commissioner] or other appointed person may ad•

22

minister oaths to and examine the officers and· agents of health care corporation concerning its

23

business and affairs. Uthe [commissioner] deems it to the interest of the public, he may publish

24

the result of the investigation in a newspaper printed at the seat of government and of general

2S

circulation in the state, and also in a newspaper printed in the county in which the principal office

26

of the corporation is located. The expenses of examination of each health care corporation shall

27

be paid by the corporation.

28

Any rehabilitation, liquidation, conservation, or dissolution of a health care corporation shall

29

be conducted under the supenision of the [commissioner}, who shall have all power with respect

30

thereto granted to him under the law governing the rehabilitation, liquidation, conservation, or

31

dissolution of insurance companies generally.

32
33
34
3S

Section 15. Ccmcsfor Revocation of Certificate or License. The [commissioner of insurance)
shall revoke any certificate or license, if he finds that any of the following situations exist:
(l) The corporation is operating in contravention of its articles of incorporation or any amend·
ments thereto, of its code of regulations and bylaws, or of its healtl1 care plan;

5�-63-UO
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(::i) The Cc>rpm.ltnm 1s un.1blc: tu fuliill its obh�-1t1•Jns under outstanding contracts-0r ccrtificatc:�

2

which II has issu�J to subs.:nb.:rs;

3

(3) The corp-.,ration has f:11.l.:J to comply with this act;

4

(4} The corpmation is not oper:lting a bon:i fiJ� health care plan imp:irling quality medical

S
6

care unt!er such conditions as the (commiss:oner) J�ems to be in the public interest;
(5) The existing contracts :ind the raks therefor between the corporation and the subscribers

7

are not fau and rcJsonJble and do not provide comprehensive health coverage without regard to

8

health or age, except in accord.ince with regulations prescribed by [commissioner of insurance) to

9

coordinate cover3g;: for a subscriber with Federal programs.

10
11
12

(6) l11e plJn is not being operated upon a sound financial and actuarial basis, in view of the
experience of nonprofit health care plans alJeady in existence.
Section 16. Finding on Grant or Re:-.·ocation of Certificate or License; Review. The finding of

13

the [superintendent of insurance] in granting or revoking a ce�tificate of authority or license under

14

this act shall be in writing, and shall state the facts upon which his action is based. The (superin-

1S

tendent) shall immediately mail a copy of the findings to the applicant for or holder of such

16

certification of authority or license at the addresses on file in the office of the [superintendent}.

17

TI1e action of the [superintendent] in granting or revoking the certificate of authority or license shall

18

be subject to review in accord:mce with [the state administrative procedure act].

19

Section 1 Z Payroll Deductions for Public Employee Subscribers. An employee of the state, of

20

any political subdi\ision or district of the state, or of any institution supported in whole or· in part by

21

the state may authorize the deduction from his salary or wages of the amount of his subscription

22

payments to any corporation provided for in this act. The authorization shall be evidenced by ap-

23

proval of the head of the department, division, office, or institution in which the employee is

24

employed.

2S

In the case of e111ployees of the state, the authorization shall be directed to and filed with the

26

[auditor} of the stJte. In the case of employees of a county, municipal corp-0ration, township, or

27

other political subdivision or district of the state, the authorization shall be directed to and filed with

28

the [auditor] or other fiscal officer of the county, municipal corporation, township, or other polit•

29

ical subdivision or district. In the case of employees of any institution supported in whole or in part

30

by the state, the authori2.ation shall be directed to and filed with the [auditorJ or other fiscal officer

31

of tlie institution.

32

Upon the filing with him of the authorization, the (auditor] or fiscal officer shall draw a

33

warrant, in favor of the health care corporation referred to in the autliorization, for the amount

34

covering the sum of the deductions t11ereby authorized.

3S

36

Section 18. Acceptable Paymentl. Each corporation subject to this act may accept from
governmental agencies, or from private agencizs, corporations, associations, groups, or individuals,

128

61-31-00 Manpllwcr Trainiug
payments co�crinz 111 or pJrt of th.: cost of cuntrJct; entered into bctw.:rn the co1p,ir.1t1on and its

2

subscrib.:rs.

3

Section 19. Cance/l.:tion or Transfer of Subscriptiort Corporations subject to this act shall not

4

cancel or 1cfu:;.: to tr:insfer sub5crib•:rs from a group tu an indiviJu:il ba�is except for non-p:iyment of

S

subscription contracts, and notice of inor:cys due shall be in writing.

&ctinn ::o. Limitation on Use of Tcrminolory. No corporatwn ho:J:n g a certitkJtc of authority

6
7

or licemc or its p!an sh1ll use in its nlme, contracts, or literature any of th� words "insur.ince,"

8

"casualty," "surety," "mutu:il," or any other words discriptivc of the insurance, casualty, or surety

9

business or deceptively simib.r to the name or description of any'insurance or surety corporation

10

doing business in the stale.

11

Section 21. Investment of Idle Funds. The funds of a health care corporation shall be invested

12

only in securities permitted by the laws of this state for the investment of capital surplus and accumu-

13 lations of lire insurance companies.
·
Section 22 Penalty for Violations. \\lhoever violates any section of this act, or ma.1<es any
14

15

false statements with respect to any report or statement r equired by it, shall be fined not less than

16

[

17

shall be fined not less than [

18

days nor more than [

) nor more than [

] doll:m for a first offense; for each subsequent offense such p erson
) nor more than [

) dollars or imprisoned not less than [

] years, or both.

19

Section 23. Separability. [Insert separability clause.)

20

Section 24. Effective Date. [Insert effective date.)

61-31-00 Manpower Training
The Federal government sponsors a wide range of training programs designed to upgrade
the skills of the labor force and give unemployed and underemployed workers the skills
necessary to obtain suitable jobs. For example, the Federal Manpower Development and
Training Act 1 provides for two main types of training: (i) institutional training carried on
in regular classrooms and training centers, and (ii) on-the-job training under agreement
with private employers. Moreover, there are numerous manpower programs under the
Economic Opportunity Act,2 and the Work Incentive Program under the Social Security
Amendments of 1967 . 3
142 U.S.C. Sections 2571-2620. Th.is legislation enacted in 1962, was originally intended to
,

meet the n�eds of skilkd workers d ispl::ced by technological change. Attempts have been made in

recent �cars to rcdl:cct it to deal with the unskilled :mrl disadv:uttl!;cd.
42 U.S.C. Sec. 2701 ct seq. A parti.:I enumeration would imludc the Job Corps and the
Neighborhood Youth Corps for young pcoplc, the \'.'ork ExpericnC'\! :u1d New Careers pro;::rmns for
adults, the ConCl'ntr:\tcd Employmmt and Spcci:il Impact programs for persons from low-income
neighborhoods, 3nd the new JOllS program for the h:1rdcore unemployed.
3Public Law 90-248.
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Subcommittee draft #2 on health maintenance organization

Gentlemen:
At the la�t meeting of the joint subcommittee on this
subject, we were instructed to submit our thoughts and sugges
tions on the draft selected by the subcommittee as the vehicle
for discussion.
Before commenting on the draft itself, it should be made
clear that we feel tha� this is an insurance product.
It parallels
the Blue Cross-Blue Shield operation.
It calls for a contract to
provide health services in return for the payment of a premium.
It involves the sale and merchandising of this contract.
It in
volves the receiving, holding, and investing moneys belonging �o
the public.
It �nvolves setting aside reserves to-take care of
contingencies, and many of the other charact�ristics of a health
insurance contract.
As to the draft itself, we offer the following suggestions.
Please n ote thai we are discussing the idea or the philosophy only,
for the sake of brevity, as in most cases we have furnished appro
priate wording to the committee staffs.
1.)
The draft mentions adequate working capital, but
You may
, does not offer any guidelines as to what is adequate.

ADMINISTRATION/ BANKING ANO COLLATERAL SEC URITIES/ REHABILITATION AND LIQUIDATION / FINANCIAL RESPONSIBILITY
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want to consider a requirement such as three months premium or
some similar figure below which the h.m.o. will not be allowed
to fall.
2.)
There should be some control over the investments
of the h.m.o. An h.m.o. of 50,000 subscribers with a monthly
rate of $20.00 for instance, will generate a monthly income of
one million dollars and these sums will have to be invested. We
suggest that the investments be limited to the amounts and kinds
of securities presently authorized for life insurance companies.
3.)
No provision is made for what happens if an h.m.o.
goes broke and we feel that in the event of impairment or fail
ure, the insurance department should become the receiver and
the assets and claims of subscribers and of creditors should be
handled by the rehabilitation and liquidation division of the
department of insurance.
4.)
There should be a provision to require, or at the
very least permit the h.m.o. to buy wraparound or catastrophe
coverage.
This is especially necessary to protect the h.m.o.
from failure in the event of a disaster.such as a hurricane or
epidemic because of the parochial nature of an h.m.o. with all
its risks concentrated in a very small geographical area.
Insofar as the approval of rates is concerned,there
5.)
should be some guidelines as to what constitutes a reasonable
rate. We suggest either of two alternatives: a.) de"'fine reason
able in the act, by requiring rates to conform to a specific loss
ratio formula - such as 10%for administrative expenses and the
balance to be returned in' the form of benefits to the subscriber
and providing that a rate which did not produce such a loss ratio
could not be approved, or,b.) change the language to read that
no rate would be approved that was excessive, inadequate, or un
fairly discriminatory and then give the Department of �nsurance
specific authority.to delineate by rule and regulatiop, after
the usual public hearing, exactly what constitutes excessive,
inadequate, or unfairly discriminatory.
6.)
In the grounds for revocation section, we should
add a provision relating to advertising, merchandising, and un
fair or deceptive practices, and this should be includ�d as grounds
for revocation.
7.)
On the same subject, we should have a section permit
ting an administrative fine in lieu of revocation.
It may not be
in the best interest of the public to shut down an h�m.o. and
leave people with no.coverage. At the same time, we should have
a penalty mechanism to discipline an h.m.o. We suggest a fine of

-�Health Maintenance Organization
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a minimum of $1,000 up to a maximum of $10,000 per offense, if
wilful and deliberate, along with the authority to augment the
fine by an amount equal to the amount the h.m.o. may have se
cured by fraud or deceit, so that reimbursement may be made to
subscribers or members of the public.
The h.m.o. as contemplated in this bill before us
8.)
allows no underwriting restrictions and no selection by age or
health conditions. This means, that if an h.m.o. is to be suc
cessful it must really sell its service, in order to prevent
adverse selection against the organization. This entails sales
men, by whatever name tqey may be called. We suggest calling
them representatives and have furni�hed language outlining the
qualifications for a represent9tives permit, and the conditions
placed upon a permitee in ordei for him to retain his permit.
We suggest that the permitee not be licensed concurrently by a
commercial carrier, as we can foresee a conflict of interest,
wpich could result in all bad risks going to the h.m.o. and the
good risks going to commercial carriers. This could kill an
h.m.o. before it got started.
Also, since the h.m.o. representative will inevitably be
asked, in the course of his selling activities, how the h.m.o.
contract will affect other insurance; we feel that hte represen
tative should be sufficiently informed in these areas, as evidenced
by passing an examination; so that he will be able to give accurate
and correct information.
In closing, it appears, upon intense scFutiny of the
concept, that the major parts of the program, relating to fiscal
responsibility, approval of rates, approval of subscriber con
tracts, supervision an� regulation of investments, regulation
of sales representatives, analysis of annual reports, and exami
nation of the organizations, are insurance department functions.
The only role that we see the department of health and rehabilative
services playing is to see that the hospitals and p�ovider�.of
services are properly licensed and authorized, and this, of course,
they would do anyway, whether or not they were included in the
bill.
Cordially yours,
THOMAS D. O'MALLEY
INSURANCE COMMISSIONER"
E
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Health Maintenance Organizations
(Comparison of CS for SB 498 and its
House Amendment)

While the bill and its House amendment are very similar, there are a num
ber of substantive differences which are as follows:
Compari
tive
Document

Senate
Bill

House
Bill

I. Major Differences
A.

Rate regulation - The House amendment
requires a regulation of rates; in
applying for a license, rates must be
filed.
Rates must be filed and used
unless disapproved after licensure
and excessive, unfair and discrimina
tory rates as defined by the Depart
ment of Insurance are grounds for
revocation of the license. The Senate
bill expressly prohibits rate regula
tion.

Pg. 10
Pg. 14

Prohibi
tion:
Pg. 12
ln. 30 Pg. 13
ln. 3

Primary
Pg. 7
ln. 21 Pg. 8
ln. 6
Pg. 6
ln. 18
Pg. 9
ln. 4
Secondary
Pg. 5
ln. 3

B.

Exemption of HMOs from the Insurance
Code - HMOs are specifically exempt
from all insurance laws of the state
and are made subject exclusively to
the provisions of the Senate bill.
The House amendment provides an ex
emption exclusively from Chapter 641
and, with respect to contracts,
from selected provisions of
Chapter 627.

Pg. 23

Pg, 12
ln. 15

Pg. 12
ln. 26

-2Compari
tive
Document
relating to
relating to
association
627.0604 relating to
627.06041 relating to

(627.0602
627.0603

C.

Senate
Bill

House
Bill

Pg. 7

Pg.
ln.
Pg.
ln.

Pg. 4
ln. 14

Pg. 4
&
Pg. 6

Pg. 3
ln. 19

Pg.
ln.
Pg.
ln.

Pg. 7
Pg. 8

Pg. 5
ln. 7

Pg. 4
ln. 17

employee groups;
labor unions and
groups;
debtor groups; and
additional groups.)

"Person" vs. a "Corporate" require
ment - The House amendment requires
all HMOs to be "corporations". Under
the provisions of the Senate bill,
any "person" may form an HMO. A
"person" is defined as any natural
or artificial person including but
not limited to corporations, assoc
iations and partnerships.

4
24
5
8

II. Other Differences
A.

Method of Payment
Senate - health services are pro
vided exclusively on a "per capita"
prepayment basis.
House - health services are pro
vided on either a prepaid per
capita or "prepaid aggregate
fixed sum" basis

B.

Charter vs. License
Senate - requires HMOs to obtain a
"charter"

c.

2

31 3
3

House - requires HMOs to obtain a
"license"
Contract Disclosure

Pg. 5
ln. 13

Pg. 9

Senate - has no requirement for
contract disclosure
House - specifically requires con
tract disclosure
D.

Time limit set on issuance of charter
(license) Senate - There is a sixty (60) day
time limit within which the Depart
ment must act upon the issuance of
a charter

Pg. 11
Pg. 12

Pg. 6
ln. 20

Pg. 6
ln. 28
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Compari
tive
Document

Senate
Bill

Pg. 11

Pg. 7
ln. 1

Pg. 12

Pg. 7
ln. Z9

House
Bill

House - there is no maximum time re
requirement for issuance although any
plan shall be deemed approved within
thirty (30) days unless disapproved.
Additional time can, however, be re
quested by the department.
E.

Certificate of Need
Senate - requires that a "need" for an
HMO in the community be demonstrated
as a condition to issuance of the
charter.
House - no

F.

corresponding requirement

Financial and actuarial soundness vs.
"adequate working capital"
Senate - requires that HMOs must be
financially and actuarially sound

Pg. 6
ln. 21-24

House - requires actuarial soundness
and specifically cites a requirement of
"adequate working capital" as defined
by the Department of Insurance.
G.

Medical Licensure Laws

Pg. 14

Senate - No corresponding provision

Pg. 16

Pg.
ln.
Pg.
ln.

&

House - issuance of the license is
contingent upon compliance with the
provisions of chapters 458 - The
Medical Practice Act, 459 - Osteopathic
Physicians, 460 - Chiropractic, 461 Podiatry, 464 - Nursing, 465 - Pharm
acists, 466 - Dentistry, Dental Hygiene
and Dental LaboratoriesH.

Administrative Fine:
size of fine:
Senate
range of fine:
$100 - $10,000

Limitation on
House

range of fine:
$1,000 - $10,000
but the department may
augment the penalty in
proportion to damages
suffered.

Pg. 17

Pg. 9
ln. 22

7
9
9

1

Pg. 9
ln. 17

-4-

I.

Annual Report:
required:

Minimum information

Compari
tive
Document

Senate
Bill

House
Bill

Pg. 18

Pg. 9
ln. 31

Pg. 10
ln. 1

Senate - seven items must be included
in an annual report although the de
partment may require additional infor
mation
House - the department shall determine
the content of the annual report and
minimum information is not required.
J.

Examination by the Department:
and Cost:
Senate

K.

Frequency

House

1. Examination of
the HMO is required
by the Department
of Insurance at
least once every
three years.

1. No corresponding provision.

Pg. 20

Pg. 11
ln. 5-11

2. There is a
specific limit on
the cost of exam
ination ($100 per
day or to a maxi
mum of $10,000
per year)

2. No cost limitation.

Pg. 20
&
Pg. 21

Pg. 11
ln. 25

Distribution of Fees Collected

Pg. 8
ln. 13

Pg. 22

Senate - no corresponding provision
House - monies collected shall be
distributed between the two depart
ments.
L.

Consumer Protection Provisions
Senate - Contracts must clearly
state the services to which the
subscriber is entitled, the HMO
must have a method for resolving
grievances and the rates charged
must be stated in the consumer
contract.
House - No corresponding provisions

Pg. 25

Pg. 10
ln. 31

Pg. 13
ln. 4-22
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M.

Limitation on Cash Benefits

Compari
tive
Document

Senate
Bill

Pg. 28

Pg. 14
ln. 26

Pg. 28

Pg. 15
ln. 6

Pg. 29

Pg. 15
ln. 11

Pg. 13
ln. 10

Pg. 31
Pg. 32

Pg. 16
ln. 2

Pg. 14
ln. 1

Pg. 32
Pg. 33

Pg. 16
ln. 27

Senate - prohibits an HMO from paying
cash to enrollees except under certain
circumstances.

House
Bill

House - no corresponding prohibition
N.

Limitation on Investment of Funds
Senate - requires HMO funds to be in
vested only in securities permitted
by the laws of Florida for investment
of assets of life insurance companies
House - no similar provision

O.

Promulgation of Rules and Regulations
Senate - requires that the departments
SHALL promulgate rules and regulations
House - requires that the departments
MAY promulgate rules and regulations

P.

Grandfather Clause
Senate - grandfathers in all existing
HMO but does not exclude their regula
tions under the provisions of this act
House - grandfathers in only HMOs that
are twenty-five (25) years of age or
older and exempts them from the pro
visions of this act.

Q.

clause requiring all HMOs to organize
under the provisions of this act.

A

Senate - requires all HMOs to organize
under the provisions of this act.
House - does not so require
R.

Liability of Officers
Senate - no corresponding provision
House - requires that any director or
officer of an HMO must be liable for

Pg. 34

Pg. 11
ln. 8

-6Compari
tive
Document

Senate
Bill

House
Bill

violations of the provisions of this
act.
S.

Open Enrollment

Pg. 11
ln. 28

Pg. 34

Senate - no corresponding provision
House - requires an HMO to have an annual
open enrollment period
T.

Experience Rating

Pg. 13

Senate - reasonable underwriting classi
fications for the purposes of establish
ing contract rates and experience rating
are permitted.

Pg. 7
ln. 19

House - no corresponding provision
III.

Minor Differences
A.

Senate bill defines a "member". The
House bill has no corresponding pro
vision

Pg. 7

B.

Senate bill requires HMOs to describe
the geographical areas to be served.
The House bill has no corresponding
provision.

Pg. 10

C.

Fee for filing annual report

Pg. 22

Pg. 12
ln. 13

Pg. 36

Pg. 18

D.

Senate

House

$75.00

$100.00

Effective Date
Senate - October 1, 1972
House

- July 1, 1972

Pg. 4

ln. 20
Pg. 6

ln. 15

ln. 1

Pg. 8
ln. 11

Pg. 14

ln. 12
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The conference committee amendment strikes everything after the enacting
clause of the Senate bill and inserts a redraft, which incorporates various
modifications made throughout the Senate bill, most of them relatively
minor. The major changes incorporated into the conference committee bill,
which are additions to the Senat.e bill, are as follows:
1.

A provision was added authorizing the department of
insurance to review the rates of a health mainten
ance organization. A "file and use" procedure is
established for this purpose. Modified rates of a
health maintenance organization do not require prior
approval, but rather rate changes must be filed
with the department, subject to review and disapproval
at the department's discretion. If disapproved, a
hearing and judicial review are provided. The House bill
contained a similar provision. The Senate bill did not.

2.

The conference bill contains a provision requiring
the disclosure of any contractual arrangements or
interests by a principal in the health maintenance
organization with a provider of health care services.
The House bill contained a similar provision. The
Senate bill did not.

3.

The conference committee bill requires an annual
open enrollment period, for one (1) moneh, whereby
all persons would have a right to become subscribers.
Specialized health-maintenance organizations which
serve a particular class of persons would be required
to have an open enrollment to all members of the
class served. The House bill contained a similar
provision. The Senate bill did not.

4.

The conference committee bill contains a clause
making the managing principals of the health
maintenance organizatton liable for violations of
the provisions of this act, in a similar manner
as existing Florida law makes individual physicians
liable for the acts of a professional service
corporation. The House bill contained this- provision.
The Senate bill did not.,

Other than the above, the conference committee bill essentially follows
the Senate bill throughout, with minor changes in the definitions, termin
ology used, and certain time limits within which the regulatory agency
must act. An addition was made to the Senate language in the grandfather
clause, Section 23, which exempts from the operation of the act any HMO
which has been in existence for more than twenty-five (25) years.

1
2

Section l.

Short title.--This act shali be

known as the health maintenance organization act.
Section 2.

3

Legislative intent.--It is the

4

intent of this act to aid in the improvement of

5

the health care delivery system by providing encour

6

agement and support in the planning and development

7

of health maintenance organizations, particularly

8

with the intent of improving the health of the

9

citizens of this state.

10
11

Section 3.

act, unless the context clearly requires otherwise:

12
13

(1)

16
17
18
19
20
21
22
23
24

"Department" means the department of

health and rehabilitative services.

14

15

Definitions.--As used in this

(2)

"Health maintenance organization" means

an organization authorized under this act to:
(a )

Provide, either directly or through

arrangements with others, health care services to
persons enrolled with s.uch organization on a prepaid
per capita or prepaid aggregate fixed sum basis;
(b)

Provide, either directly or through

arrangements with other persons, corporations,

institutions, associations or entities, all those
health care services which subscribers might

reasonably require in order to be maintained in good

25

health.

26

limited to emergency care, inpatient hospital and

27

physician care, ambulatory physician care, and

28

outpatient diagnosis, treatment1and preventive health

29
30
31

services;

Minimum services shall include but not be

@@[Pu
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2

throu,Jll physic i.0111;, who ;1r,J o.i ther cmploy,'<'S or

3

partners, of such organization, or under arrangements

4

with a physician or any group of physici�ns.

5

(3) "Health care services" means services,

6

medical equipment and supplies furnished by a pro

7

vider which may include, but are not limited to,

8

medical, surgical and dental care; psychological,

9

optometric, podiatric, nursing and physical therapy

10

services; health education, preventative medical,

11

rehabilitative and home health services; inpatient

12

and outpatient hospital services, extended care,

13

nursing home care, convalescent institutional care,

14

laboratory and ambulance service�; appliances, drugs,

15

medicines and supplies; and any other care, service

16

or treatment of disease,-the correction of defects

17

or the maintenance- of the physical and mental well

18

being of human beings.•

19

(4)

"Health maintenance contract" means a

20

contract with a.subscriber under which health care

21

services are provided by a health maintenance organiza

22

tion to a subscriber on a prepaid basis.

23

(5)

"Provider" means any physician, hospital,

24

or other institution, organization, or person fur

25

nishing health care services.

26

(6)

"Subscriber" means an individual who

27

has contracted, or on whose behalf a contract has

28

been entered into, with a health maintenance organi

29

zation for health care services.

30
31

(7)

"Representative" means a natural person

licensed by the department of insurance and appointed
-2-

l

by a hec1.ltll maintenance org,:iniz.ition Lo ,;0licit

.:

c;ub:.;<..:rilj,_:r:.; ..u1ll

3

for a health maintenance organization.

.!<Juli.iLc, ct11d c·ll•_:cludlo: c:u11Lr ..1<.:L!J

IH.

Section 4.

4

Health maintenance organization;

5

establishment.--Corporations organized in compliance

6

with the laws of this state may establish, maintain

7

and operate such organizations.

8

Section 5.

9

(1)

License.--

No health.maintenance organization shall

10

issue contracts to subscribers until it has

11

licensed and, authorized by the department to do

12

so.

13

to be supplied by the department of health and rehab

14

ilitative services and the department of insurance,

15

containing such information as they deem necessary.

16

been

Application for a license shall be made on forms

(2)

Each application shall be accompanied

17

by copies of the following documents, duly certified

18

to by tte sponsor of the proposed health maintenance

19

organization:

20

(a)

A copy of the health maintenance

21

organization's articles of incorporation, and of any

22

amendments thereto, certified by the department of

23

state, which shall define with reasonable certainty

24

the territorial boundaries within which the health

25

maintenance organization proposes to offer health

26

care services, and which shall state the location of

27

the principal office for the transaction of its

28

business;

29

(b)

Bylaws with all amendments thereto;

30

(c)

Proposed contracts between the health

31

maintenance organization and any provider of health

-3-

2

(d)

Proposed contracts to be issued to

J

subscribers showing the benefits to which they are

4

entitled, together with a table of the rates charged,

5

or proposed to be charged, to subscribers for each

6

form of such contract;

7

(e)

A list of the names, addresses, and

8

official pos_itions of the persons who are to. be

9

responsible for the conduct of the health maintenance

10

organization's affairs, including all members _of

11

the board of directors, board of trustees, executive·

12

committee, or other governing board or committee.

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Any person who is responsible·in whole or in part for
the conduct of the health maintenance organization's
affairs, including all members of the board of
directors, board of trustees, executive committee or

other governing body or committee,shall fully disclos
the extent and nature of any contracts or arrangement
between such persons and the health maintenance
organization, including any possible conflicts of
interest.
(f)

A statement generally describing the

health maintenance organization, its operations, the
location of facilities at which health care services
will be regularly available to subscribers, the type
of health personnel providing health care services,
and the number of personnel in each type;
(g)

A current financial statement certified

by ·a certified public accountant.
(3)

The department shall issue a license to

any health maintenance organization filing an appli
cation in compliance with the provi�ions of this
-4-

2

of this act anc u;�� Laing s�tis�ied, t�at:
(a)

3

The a�?licant has been organized for

/

4

the pur;ose of establi3hing, maintaini�J and opcratin�

5

a health mainte�ance organization.
(b)

6

The applicant has demonstrated to the

7

satisfaction of the department proof of ability to

8

provide health care services without regard to health

9

or age and that health care services are available·

10

and accessible to all its members promptly and appro

11

priately, and in a manner which assures continuity

12

of care.

13
14

{c)

The department of insurance has certi

fied that the proposed contracts between the health

15

maintenance organization and its subscribers are

16

in complian�e with section six (6) of this act.

17

(d)

The department of insurance has certifie

18

that based upon accounting procedures acceptable to

19

it, the proposed plan is actuarially sound and that

20

the health maintenance organization has adequate

21

working capital.

22

by a finding of the department that the health

23

maintenance organization has made acceptable arrange

24

This requirement may be satisfied

ments to provide all health care services.

25

26
27
28
29
30

31
-5-

2

provided through contract or otherwise for review of

3

its medical facilities and services.

.:J

Section 6.

5

(1)

6
7

Contracts.--

A licensed health maintenance organiza

tion may cqntract for or secure the rendering of
services with licensed or duly authorized providers

8

for its subscribers.

9

providing health care services on behalf of a health

10

maintenance organization shall be duly licensed or

11

authorized to practice in this state.
(2)

12
13

All professional perso;nnel

The rates charged by any health main

tenance organization to its subscribers shall not be

14

excessive, inadequate, or unfairly discriminatory.

15

The department of insura·nce may defi;ne, by rule and

16

regulation what constitutes excessive, inadequate or

17

unfairly discriminatory, and may require whatever

18

information it deems necessary to determine that a

19

rate or proposed rate meets the requirements of this

20

subsection.

21

(3)

If a health maintenance organization

22

desires to amend any contract with its subscribers

23

or desires to change any rate charged therefor, a

24

copy of the form of the amendment or change shall

25

not be effective unless approved by the department

26

of insurance.

27

notify the health maintenance organization of its

28

decision within ninety (90) days.

29

The department of insurance shall

Section 7.

Fees.--Every licensed health

30

maintenance organization shall pay the following

31

fees:
-6-

(1)

1
2

nal license, one hundred and fifty dollars ($150);
(2)

3

4

For filing an application for an origi
For filing each annual report, one

hundred and fifty dollars ($150),
Monies collected pursuant to this act shall

5
6

be distributed equally to the department of health

7

and rehabilitative services and the department of

8

insurance.
Section 8. ·Revocation of license.--The

9
10

department shall revoke any license, if it finds

11

that:

12

(1)

The organization is operating in contra

13

vention of its articles of incorporation or any

14

amendments thereto, of its code of regulations and

15

bylaws, or of its health care services plan;

16
17
18
19
20

(2)

The organization is unable to fulfill

its contractual obligations to its subscribers;
(3)

The organ�zation is not providing qualit

health care services;
(4)

The department of insurance has certi

21

fied that the existing contracts and rates are ex

22

cessive, inadequate or unfairly discriminatory;

23
24

25

(5)

The department of insurance has certified

that based upon accounting procedures acceptable to
it, the proposed plan is not actuarially sound or that

26

the health maintenance organization does not have

27

adequate working capital.

28

This requirement may be

satisfied by a finding of the department that the

29

health maintenance organization has made acceptable

30

arrangements to provide all health care services.

31

-7-

1
2
3
4
5
6

7
8

. (6)

The health maintenance organization has

advertised or merchandised or attempted to merchandis
its services in such a manner as to misrepresent its
services or capacity for service or has engaged in
deceptive, misleading, or unfair practices;
(7).

The organization has failed to comply

with any of the provisioraof this act.
Section 9.

Administrative fine in lieu of

9

revocation.--The departments may, in lieu of revoca

10

tion, levy an administrative penalty in

11

not less than $1,000 nor more than $10,000, and may

12

augment this penalty by an amount equal to the sum

13

that the department of insurance calculates to be

14

the damages suffered by subscribers or other members

15

of the public in connection with any.transactions as

16

to which the grounds for revocation related.

17

ia

Section 10.

an amount

Annual reports.--Every health

maintenance organization subject to the provisions

19

of this law shall annually on or before the first day

20

of March, file in the office of the departments a

21
22
23
24
25
26

27
28
29
30
31

statement verified by at least two of the sponsors of
said health maintenance organization showing its
condition on the 31st day of December then next pre
ceding, which shall be in such form and shall contain
such matters as the departments shall prescribe.
Section 11.

Examination and inspection.--

The department of health and rehabilitative services
or the department of insurance, any examiner of
either department or any other person whom either
department appoints shall have the power of visitation
and examination into the affairs of any licensed
-8-

l

health m�intenance organization.

The department of

l1,•,1 l t l, :111d 1·,,11.ilii l i 1.11. iv,· ,:,·i-vi,�,.,: :111<1

t

1,,. <1,•p,'.lrt:1110nt

3

of insurance jointly or separately are authorized

4

to examine all of the books, records, papers and

5

documents that relate to the health maintenance

6

organization, and may summon and qualify witnesses

7

under oath and to examine its officers, agents and

8

employees or other persons in relation to the affairs

9

transactions and condition of the health maintenance

10

organization; provided however, medical record� of

11

individuals shall not be subject to such examination.

12

In the event of a financial examination by the de

13

partment of insurance the hea�th maintenance organi

14

zation whose affairs are examined shall pay to the

15

department of insurance the traveling and other

16

expenses of examination, pursuant to section 624.0119.

17
18

Section 12.
(1)

Representatives.--

No person shall act as a representative

19

until he has been granted a permit by the department

20

of insurance.

21

(2)

The department of insurance shall not

22

grant or issue a permit to any individual found by it

23

to be untrustworthy or incompetent, or who does not

24
25
26
27
28
29
30
31

meet the following qualifications:
(a)

Must be a natural person at least

eighteen years of age.
(b)

Must be a citizen of the United States

or Canada and a bona fide resident of this state.
(c)

Must take and pass an examination for

permit as developed by the department of insurance.
(d)

Has paid the fees required for a
-9-

1
2
3

disability agent in part IV of chapter 624, Plorida
Statutes.
(e)

Has completed an application on forms

4

furnished by the department of insurance requiring

5

such information the department may deem necessary to

6

enable it to determine the character, ability and

7

other qualifications of the applicant to hold himself

8

out to the public as a health maintenance organization

9

representative.

10

(f)

Must not be currently licensed to

11

represent an insurer authorized to issue life or

12

disability insurance.

13

(4)

Health maintenance organization· repre

14

sentatives are subject to the parts of part VII of

15

chapter 626, Florida Statutes (trade practices and

16

frauds), per�inent to disability insurance agents.

17

(5)

Health maintenance organization repre

18

sentatives are subject·to the provision of 617.73,

19

617.74, 617.75, 617.76, 617.77, and 617.78, Florida

20

Statutes, which relate to agents and counselors, and

21

are deemed to be agents for purpose of these sections,

22

whether or not the health maintenance organization is

23
24
25
26
27

operated for profit.
(6)

Any representative who is an officer,

director, stockholder, or employee of an health main
tenance organization shall remain fully and personally
liable and accountable for any wrongful acts, miscon

28

duct, or violations of any provisions of this act

29

committed by such permitee or by any person under his

30

direct supervision and control while acting on behalf

31

of the health maintenance organization.
-10-

l

Section 13.

Turritori�L limits of scrvice.-

2

No health maintenance organization shall operate a

3

health care service plan outside the territorial

4

boundaries defined in its articles of incorporation

5

or any amendments thereto, or shall accept as a sub

6

scriber to its health care service plan a person

7

residing outside the territorial boundaries; but the

8

employment by a subscriber in case of emergency, of

9

a provider outside the territorial boundaries and the

10

cash reimbursement of the subscriber by the health

11

maintenance organization shall not be construed to be

12

a violation of this section.

13

Limitation on use of terminology.

Section 14.

14

--No health maintenance organization licensed.in this

15

state shall use in its nq,II1e, contracts, or literature

16

any of the words "insurance," "casualty," "surety,"

17

"mutual," or any words descriptive of the insurance,

18

casualty, or surety corporation.

19

.Section 15.

Open enrollment.--A health

20

maintenance organization shall have an annual open

21

enrollment period of at least one (1) month during

22

which it accepts up to the limits of its capacity and

23

without restrictions, individuals in the order in

24

which they apply for enrollment (unless to do so

25
26
27
28
29
30

31

would result in failure to meet any requirements per
taining to size or the characteristics of its
enrollees imposed under the Social Security Act of
the United States (42

use 301 et seq) as a condition

of e_ligibility for payments under said Act).
Section 16.

Contracts issued by health

maintenance organizations as defined in this chapter
-11-

shall npt be subject to the requirements of
2

sections 627.0602, 627.0603, 627.0604, 627.06041,

3

Florida Statutes.
Section 17.

4

Powers of the department of

5

health and rehabilitative services and the department

6

of insuranc_e.--The department of health and rehabili

7

tative services and the department of insurance may

8

promulgate rules and regulations as needed to carry

9

out the provisions of this act.
Section 18.

10

Penalties.--Any person operating

11

a health maintenance organization without first

12

being licensed by the department and any person

13

violating any of the provisio�s of this act, shall be

14

guilty of a misdeme3nor of the first degree, �unish

15

able as provided in sections 775.082.or 775.083,

16

Florida Statutes.

17

Section 19.

Severability.--If any section

18

of this act, or any part thereof, shall be adjudged

19

by any court of competent jurisdiction to be

20

invalid, such judgement shall not affect, impair or

21
22
23
24
25

invalidate the remainder of any other section or part
thereof.
Section 20.

Effective law.--This act shall

take effect upon becoming law.

26
27
28
29
30

3l
-12-

HEA1-TH
�

OUS(
Ba It Enacted by the Legislature of the State of

Florida:

Section 1.

Short title.--This act shall be

IJc It r:n,:tctcd by the Legislature of the State of

Plprida.:

�.

Chapter 641, Florida Statutes, is amended by

adding Part II to said chapter, to read:
Part II

known as the•hoalth maintenan�e orgnnization act ! •·

Health Maintenance Organization

section 1.

This act shall be kn(?Wn and may be

cited as tho "heaitn �4intenance organiza�ion act•.

Section 2.

Legislative intcnt.--It is the

intent of this act to aid in the improvement of the

health care delivery system by providing encourage

ment and support in the planning and development of

health maintenance organizations, particularly with
regard to improving the health of the citizens of
this state.

Pursuant to this objective, it is the

intent of the legislature that the department of in

surance and the department of health and rehabilita

tive services do everything in their power to encour

Section 2,

Declaration of legislative intent,

findings and purposes.-�

(1) Faced with the continuation of mounting

costs of health care, coupled with the state's inter

est in high quality care, the legislature has deter
mined that there is a need to explore alternative

methods for the delivery of health care services, with

a view toward achieving greater efficiency and economy_
in providing these services.

��e the use of imaginative innovations which will ex

pedite the rapid development of health maintenance

©@
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SE�ATE
(2) Health maintenance o�ganizationa, consist

organizations in this state, and that the •�id de

partments exerc�se every precaution to assure flex
ibility in rules and regulations adopted pursuant
to this act so as to not restrict or in any manner

discourage the orderly development of such organi

of prepaid health care plans, are rapidly develop
ing in �an� communities.

Through these organizations,

structured in various forms, health care services are
provided directly to a group of people who make regu
lar premium payments.

zations.

(3) These plans, when properly operated,
emphasize effective cos t and quality contr
ols. At the
present time, there is no effective
way to evaluate or
control the quality of health care servi
ces provided
by these.organizations in Florida, or
to determine
tbeir financial or actuarial stability.

(4) It shall be the policy of this state to:

t-J/,

(�) eliminate legal barri�rs to tho organiza
tion, promotion and expan�ion of comprehensive prepaid
health care plans1
(b) prescribe regulations of the fiscal aspect,
of such health care plans by the commissioner of in
surance and of the quality of health care by the dep
artment of health and rehabilitative services, and
(cl recognize that prepaid comprehensive
health care plans shall �e exempt from operatio� of

the insurance ·laws of this state except in the manner

and to the extent set forth in this act.

u

E
Section 19.

I1westment of funds�--'!:'he funds

of any health maintenance o�ganiz�tion subject to th�

provisions of this act shall be invested only in

securities permitted by the laws of this state

=�r

the investment of assets of life.insurance companies.

Section 18.

Powers of the �epartment of

Promulgation of rules. and rcgula
tions.--The department, together with the depart-.ent
of health and rehabilitative services, on a joint
section 20.

health and rehabilitative services _and the department

of insurance.-(1)

basis, shall promulgate rules and regulations necessary to carry out the provisions of this act. The

The department of health and rehabili

tative services and the department of insurance may

promulgate rules and fegulations as needed to carry
out the provisions of this act.

Provided, hm4ever,

that the departments shall not promulgate �ules

and regulations that unduly restrict the orderly
develop::,ent of health maintenance organizations.
12)

The depart.uent shall collect and make

available in a single volume all health maintenance

organization rules and regulations promulgated by the
departments.

I/!-/

app�oval of both said departments is required as a

: condition to the implementation of any J:\+).e or regula1
tion governing health maintanance organizations.
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William M. Gillespie
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Vice Chairman

AG E NDA

Thursday, Feb. 17, 1972

8:30 A.M.

SUBJECT

BILL NO.

Kenneth H. �facKay. Jr.

Chairman

Room 202 Holland Bldg.
- 9:30A.M.

HealthMaintenance Organization

HB 3469

Excess Profit Rebates under No-fault

HB 3126
HB 2810

Florida InsuranceGuaranty Fund

HB 3478 Ftr-continuation of Corporate Existence of
Foreign Insurer which hasMerged with
Domestic Insurer
Fees for Filing Policies & Forms
HB 3479

HB 3480

HB 3481

JuniorAchievement Plans under Sponsor
ship of Authorized Insurers by Rule of the
Dept. of Ins.

HB 3482
HB 3483

Insurer Taxation

Imposing Fine in lieu of Revocation or
Suspension
Florida Life

&

HealthGuarantyAssn.

HB ➔485

Outline of CoverageAttached toDisability
Policy; Standarized forms
Insurance Premium Finance Companies

HB 3487

Health Insurance; standarized claim forms

HB 3484
HB 3486
HB 3488

Life and Disabi���y Insurance

Increase Surplus or Trust Fund of Insurers

Bill Birchfield

SPONSOR

Rep. Gillespie et al

Rep. Gillespie

Rep.

Featherstone

Reps.Gillespie

Sykes

&

Reps. Gillespie, Birch
field & Sykes
II

II

II

Rep. Gillespie

Reps. Gillespie
field

&

II

fl

II

Reps. Gillespie & Sykes

Reps. Gillespie, Sykes
& Birchfield
II

II

Harold G. Ft•atherstone

Joseph C. Kennelly. Jr.

Dennis �kDonald

Roy L. Hess

�fil<'y Wers

\\'alter Sims

Husscll E. Sykt-s

Ed S. \\'hit�on, Jr.

Geori:te \Villiamson

Birch

Reps. Gillespie & Birch
field
Reps. Gillespie, Sykes
& Birchfield

A. H. Craig

Robert C. Hartnett

rvm. C. Andrews -

Room 228. Holland B11ildi11!!
Tallahassee, Florida :3::?..10 I
Telephone 22-1-1277

Fm! Tilllt•
Van B. Poole
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Vice Chairman
Room 228. Holland Bnilclin�
Tallahassee, Florida 3:230-l
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A G E N D A

f7'Z....

:2-?, I "17 "2-

TUESDAY, FEB. 22, 1972
8:00 A.M.

HOUSE CHAMBER
9:30 A.M.

BILL NO.

SUBJECT

SPONSOR

HB 3469

Health Maintenance Organizations

Rep. Gillespie et al

HB 3213

Exemption from Examinations Re
quired for Insurance Agents

Rep. Featherstone

Bill Birchfield

�Cl{jl;K�M:}OtiN-Jy

A. H. Craig

Harold C. Ft•athcrstonl'

Robert C. Hartnett

Roy L. Hess

Joseph C. Kennelly. Jr.

Dennis �kDonalcl

Miley l\liers

\\'alter Sims

Russell E. Sykes

Freel Tittle

Ed S. Whitson. Jr.

George 'Williamson

:•:7.

c.

Andrews

Van B. Poole

